[image: image1.wmf]
December 7, 2005

Mr. John Zych 

Board Secretary

Ontario Energy Board 

PO Box 2319

26th Floor,  2300 Yonge St.

Toronto, ON     M4P 1E4

Dear Mr. Zych: 

Re:
RP-2005-0020 / EB-2005-0529

Festival Hydro Inc. – EB-2005-0364 - 2006 Electricity Distribution Rate Application Generic Issues Proceeding Interrogatories of Vulnerable Energy Consumers Coalition (VECC)

Please find enclosed the responses to the Interrogatories of the Vulnerable Energy Consumers Coalition (VECC) in the above-noted proceeding. We shall also be directing a copy of the same to the Applicant and all interveners.

Thank you.

Yours truly,

William Zehr

President

cc:
Michael Janigan

Counsel for VECC 

2006 Electricity Distribution Rate Application

Generic Issues Proceeding:  RP-2005-0020/EB-2005-0529

VECC Interrogatories for

Festival Hydro:  EB-2005-0364

Generic Issue #1:  Smart Meters

Question #1.1

Reference:
EDR 2006 Model, Tabs ADJ 1 and ADJ 3



Schedule 3-1

a) Please complete the following attached Tables 1, 2 and 3 for the Applicant’s Smart Meter Costs included in Proposed 2006 Rate Application (over and above the 2005 Approved CDM plans).

b) Please confirm the amounts for the Tier 1 Rate Base and Distribution Expense Adjustments requested for 2006 – in excess of the 2005 approved CDM plan.

Response: The Tier 1 Rate Base and Distribution Expense Adjustment amounts in table 2 are in excess of the 2005 approved CDM plan. The 2005 CDM plan had NO dollar amounts requested for Smart Meters.
c) Indicate what action the Applicant will take (vis-à-vis it’s requested 2006 Rates) if the government regulations require either a different schedule than the one filed or different types of meters than assumed in the Application and t specified as filed proposal.

Response: Until government regulations give specific detail, Festival Hydro can only go on the assumptions as explained in the Manager’s Summary.  If direction is different, Festival Hydro will proceed as directed.
Table #1 – Smart Meter Program

	
	2006 Total # of 

Customers to be Converted
	2005/05 to be 

Converted Under CDM Plan
	2006 Convers.

Incremental to

CDM Plan
	Future Conversion Schedule

	
	
	
	
	2007
	2008
	2009

	Residential
	3,225
	
	
	3,365
	3,365
	3,365

	GS < 50 kW
	
	
	
	500
	500
	500

	GS 50 to 200 kW
	
	
	
	30
	30
	30

	GS >200 kW
	
	
	
	
	
	

	Total
	3,225
	
	
	3,895
	3,895
	3,895




Table #2 – Cost Assumptions

	
	Per Unit Installed Capital Cost
	Depreciation Period
	Annual Per Unit Operating Costs

	
	
	
	

	Residential
	$155.00
	25 years
	$31.00



	GS < 50 kW
	
	
	

	GS 50 to 200 kW
	
	
	

	GS >200 kW
	
	
	

	Total
	
	
	


Table #3 – Incremental 2006 Smart Meter Costs (per Application)

	
	2006 SM Capital Expenditures 

(over 3rd Tranche)
	Depreciation 
	Operating Expense

	
	
	
	

	Meters:
	$500,000
	
	$50,000

	  Residential
	$500,000
	$20,000
	$50,000

	  GS < 50 kW
	
	
	

	  GS 50 to 200 kW
	
	
	

	  GS >200 kW
	
	
	

	Other (Specify)
	
	
	

	   #1

   #2
	
	
	

	
	
	
	

	Total 
	(per EDR Model Tab ADJ1)

$500,000
	(per EDR Model Tab ADJ3)

$24,000
	(per EDR Model Tab ADJ3)

$50,000
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Generic Issue #2.1:  Deferral Accounts – Regulatory Costs

Question #2.1.1

Reference:
2006 EDR Model Tab 2-2 and Tab ADJ3

a) Please complete the following table with respect to the costs included in Regulatory Expenses (Account 5655)

	Expense Item
	2006

Application
	2004

Actual
	2003

Actual
	2003

Actual

(assuming your request is for 2002)?????

	Regulators’ Fees/Charges
	
	
	
	

	  OEB Base Levy
	$76,503
	$37,765
	$26,895
	$7,709

	  Other OEB Charges
	    800
	    500
	    500 
	   500   

	  Other Energy Regulatory    Fees (specify)
	
	
	
	

	  Subtotal (1)
	77,303
	38,265
	27,395
	8,209

	In House Costs
	
	
	
	

	  Staff .Compensation
	
	
	
	

	  Other Costs
	
	
	
	

	  Subtotal (2)
	
	
	
	

	Outsourced Services
	
	
	
	

	  Legal Services
	
	
	
	

	  Consultants
	
	
	
	

	  Other Costs (Specify)
	
	
	
	

	  Subtotal (3)
	
	
	
	

	
	
	
	
	

	TOTAL Reg. Expense
	77,303
	38,265
	27,395
	8,209

	
	
	
	
	

	Total Customers
	24,462
	24,462
	24,253
	24,128



	Total Energy Distributed
	632,340,068
	632,925,472
	627,031,302
	624,925,472

	
	
	
	
	

	Reg. Costs/Customer
	3.16
	1.56
	1.13
	.34

	Reg. Costs/kWh Distributed
	.00122
	.00006
	.00004
	.00001


b) Please provide Explanatory Notes for all material increases/decreases from 2002-2006.

Response: The amounts in table are the direct results from OEB allocations.
c) Provide a list of 2004 positions involved in regulatory matters regarding the OEB and other Energy Regulators.

Response: None
d) Provide the number of FTEs for 2004 associated with the reported staff compensation (i.e., salaries and benefits) in the table.

Response: No FTE’s
e) Please indicate whether the reported in-house costs in Table 1 include any allocated overheads or staff-related costs other than direct compensation.  If so, please explain how the amounts to be included were determined.

Response: N/A
f) If the OEB were to establish a deferral account for Regulatory Costs and permit utilities to record their costs of consultants, legal counsel and direct incremental disbursements, does the Applicant record costs in any other USoA accounts that it considers would qualify.  If so, please indicate the nature of such costs, where they would be reported, and the amounts the Applicant incurred in 2002-2004.

Response: No.
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Generic Issue #2.2:  Deferral Accounts – Revenue Losses Attributable to Unforecasted Distributed Generation

Question #2.2.1

Reference:
Schedule 10.6

a) Is the Applicant currently aware of any potential load displacement projects that could affect revenues for 2006?

Response: Unaware of any.
b) How far in advance (i.e., months) of the actual installation of load displacement generation would the Applicant typically expect to become aware of such a project?

Response: Unsure, there is no load displacement generation within our distribution territory at the present time.
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Generic Issue #4.1:  Other Deferral Accounts – Rate Mitigation Revenue Shortfalls

Question #4.1.1

Reference:
Schedule 13.1

a) Please confirm that the Applicant does not expect any short-fall in revenue for 2006 as a result of proposed Rate Impact Mitigation measures.

Response: Festival Hydro does not expect any material shortfalls as a result of Rate Impact Mitigation Measures.
b) If this is not the case, please explain why and quantify the anticipated impact.

Response: The majority of shortfall is due to the prescribed methodology for un-metered scattered load.
Generic Issue #4.2:  Other Deferral Accounts:  Low Voltage Charge Variations

Question #4.2.1

Reference:
EDR 2006 Model – Tab 5.1, Tab 7.2 and Tab 8.5

a) Please confirm that the Applicant is an Embedded Distributor – but is not a Host Distributor.

Response: This statement confirms Festival Hydro is an Embedded Distributor and is not a Host Distributor.
b) Please provide a schedule that indicates what the LV Wheeling charges included in the Application are as a percentage of:

· Total Distribution Revenue Requirement (per Tab 5.1)

Response: $126,264.87 divided by $9,800,282 equals 1.3%
· Total Rate Base

Response: $126,264.87 divided by $35,257,809 equals 0.4%
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	Dashwood


	Zurich
	Hensall MS 
	WG 

Thompson
	Hensall co-2
	Hensall co-1
	Seaforth
	Brussels
	Total

	Total kW
	59,742
	95,443
	211,198
	72,487
	42,599
	129,010
	421,973
	163,719
	1,196,172

	HVDS Charge

1.48
	
	20,121.90
	
	
	
	
	
	
	20,122

	LVDS charge

1.87
	11,216.63
	25,424.30
	
	
	
	
	
	
	36,641

	Shared LN lines - .56
	3,358.99
	7,613.69
	11,874.58
	4,075.60
	2,365.12
	7,253.57
	23,725.57
	9,205.09
	69,502

	
	14,575.63
	53,159.89
	11,874.58
	4,075.60
	2,395.12
	7,253.57
	23,725.57
	9,205.09
	126,264.87




c) If the OEB were to establish deferral accounts for LV Wheeling cost incurred by Embedded Distributors, would it be appropriate to credit to the account the revenues received from customers based on the LV cost adders per Tab 8.5?  If not, why not?

Response: If the OEB direction is to credit these amounts to a deferral account, Festival Hydro would adhere to the directive.
d) Would it be more appropriate to consider the account a variance account similar to RSVA’s?

Response: Indifferent.
e) If the Applicant is a Host Distributor, please complete and provide Schedule 10.7

Response: N/A
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Generic Issue #4.3:  Other Deferral Accounts – Material Bad Debt

Question #4.3.1

Reference:
EDR Model – Tab ADJ5 (Specific Distribution Expense)



EDR Schedule 6-2 (Bad Debt Expense)

a) Over the three years (2002-2004), how many individual bad debt occurrences did the Applicant experience that met the materiality threshold as defined by the Rate Handbook (page 46)?

Response: No individual bad debt occurrences exceeded the materiality threshold.
b) With respect to the response to part (a), please provide a schedule that for each of the three years lists the individual occurrences of material bad debt, the rate class the customer belonged to, the value of the bad debt and the total for the year.  (Note:  The actual name of the customer is not required)

Response: N/A
Question #4.3.2

Reference:
EDR Schedule 6-2 (Bad Debt Expense)

a) Does the Applicant have an approved “Bad Debt Policy” that defines when overdue accounts are turned over to 3rd parties for collection, when overdue accounts are written off as bad debt, how are security deposits used to reduce the bad debt expense, the treatment of any subsequent recoveries, etc.?  If so, please provide.

Response: Festival Hydro does not have an all inclusive approved “Bad Debt Policy”, but we do have various policies and procedures as described below.  

b) If not, please outline what the Applicant’s practice is.

Response: Festival Hydro has a write off practice to classify as “Bad Debt Accounts”, “inactive customers” who are in arrears 90 days as of December 31.

Festival Hydro has established collection procedures for active accounts including policies regarding disconnection for non-payment.
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Regarding deposits, Festival Hydro adheres to the policies established in the SSS code by the OEB effective July 1, 2004.
c) What was the Applicant’s experience over 2002-2004 with actually recovering all/portion of a bad debt after it had been written off?

Response: Festival Hydro has a history of recovering approximately 10% - 15% of write offs.
Question #4.3.3

Reference:
EDR Schedule 6-2 (Bad Debt Expense)

a) Does the Applicant agree that if the OEB were to create a deferral account for material bad debt and allow for recovery in future rates this would reduce the Applicant’s business risk?  If not, why not?

Response: Agree.
b) Based on the data in the Applicant’s filing, please provide a schedule setting out the impact that a individual material bad debt (per the Handbook Definition) would have on the Applicant’s after-tax Return on Equity?

Response: The material threshold for expenses is $10,702. This is equal to 0.06% return on the deemed equity of $17,628,904 amount.
***End of Document***
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